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FOREWORD 


The United Kingdom, Ireland, and Denmark became 
European Community (EC) members January 1, 1973. As 
such, they must adopt the EC’s tobacco policies. These now 
include a Common Agricultural Policy (CAP) for tobacco, a 
common external tariff (CXT) on tobacco and tobacco 
products, preferential tariff treatment on tobacco imports 
from associated countries, provisions for harmonization of 
the excise tax on tobacco products by stages, and continua- 
tion of monopoly control over tobacco products retailing in 
Italy and France. 

The EC, in mid-1970, adopted a Common Agricultural 
Policy for tobacco. The CAP provides: Guaranteed high 
prices with no automatic production controls; a lucrative 
buyer’s premium for purchasers of EC leaf; an export 
subsidy; and limitations on imports by a safeguard clause. 
The CAP is expected to encourage tobacco production in 
the six EC countries, especially in Italy, the largest 
producer. 

The EC at present has a common external tariff (CXT) 
which discriminates against high-quality leaf such as that 
imported from the United States. The new members will 
soon begin phasing in this CXT on tobacco imports from 
outside the EC and reducing to zero their tariffs on tobacco 
imports from other EC partners and from countries 
receiving preferential treatment for tobacco exports to the 
EC. The latter countries include such important tobacco 
exporters as Greece, Turkey, and Tanzania. By July 1, 
1977, the United States will be facing the CXT for tobacco 
exports to these three members while tobacco from 
countries which produce about | billion pounds is expected 
to be duty-free. 

The EC now grants duty-free treatment for tobacco 
imports from the Associated African and Malagasy States, 
the Overseas Countries and Territories, and the East African 
countries (Tanzania, Kenya, and Uganda). Greece and 
Turkey, as associate EC members also get duty-free 
treatment for their tobacco exports to the Community. 
Three of these (Tanzania, Kenya, and Uganda) already 
receive preferential treatment for tobacco exports to the 
United Kingdom and all may eventually receive duty-free 
treatment in each of the other two new members. In 
addition, the United Kingdom plans to bring in a number of 
Commonwealth members to which it now gives preferential 
treatment for tobacco imports and which eventually may 
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receive preferential treatment in each of the other eight EC 
partners. 

The member states of the European Community intend 
to move by stages to a harmonized excise tax on cigarettes 
consisting of an ad valorem element and a specific element. 
An ad valorem tax will adversely affect the sale of cigarettes 
containing high-quality, high-priced tobaccos such as those 
exported by the United States. An EC directive adopted by 
the Council of Foreign Ministers December 1972 requires 
that during the first stage of harmonization, July 1, 1973 to 
July 1, 1975, the specific portion of the excise tax in each 
member state must be between 5 and 75 percent of the 
excise tax applied to retail prices of most popular brands of 
cigarettes. The United Kingdom and Ireland are not. 
required to comply with the provisions of this Directive 
until January 1, 1978. Denmark’s excise tax apparently 
already complies with the Directive. An earlier Council 
resolution made a similar proposal for the six original 
members, and Germany now has a tax with an ad valorem 
element of 25 percent, and the other original members have 
a tax 95 percent ad valorem. 

The tobacco monopolies in Italy and France may have 
unrestricted access to the tobacco markets in the three new 
members for their cigarettes made with low-cost tobacco 
while these three countries will be restricted in marketing 
their cigarettes, made with expensive, high-quality U.S. and 
other tobaccos, in Italy and France. A council resolution 
provides that exclusive right of importation and wholesale 
marketing must be abolished by January 1, 1976. This 
action represents little reform in monopoly operations, 
however, for as long as the monopolies can license retailers 
and thus control retail trade, access for outside tobacco 
products will remain limited. 

These policies are discriminatory to high-quality tobacco 
such as that exported by the United States, and unless 
eliminated or substantially modified, can be expected to 
have a strong adverse effect on U.S. tobacco exports to the 
three new members. This report discusses the present 
magnitude of these tobacco markets and analyzes the 
possible effects of EC accession on U.S. tobacco exports to 
these markets. 


Hugh C. Kiger, Director 
Tobacco Division 
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“ IMPLICATIONS OF EUROPEAN COMMUNITY 


ENLARGEMENT FOR U.S. TOBACCO EXPORTS , 5. 


Sent 
By Robert W. J ohnson , 


The European Community (EC) is the world’s 
largest market for U.S. tobacco exports. The EC-6 
took 30 percent of U.S. unmanufactured tobacco 
exports during the S-year period ending June.30, 
1972. The EC-6, plus the United Kingdom, Ireland, 
and Denmark (which became EC members January 1, 
1973) took 58 percent of U.S. exports of unmanu- 
factured tobacco during that period. None of the 
three new members produces tobacco while the 
original six countries are about one-third self- 
sufficient and are encouraging domestic production 
through a Common Agricultural Policy (CAP) which 
provides high price supports and premiums to buyers 
of EC leaf. 

The original six EC members have eliminated 
tariffs among themselves so that tobacco and to- 
bacco products produced in any one may move 
duty free to any of the others. (Excise tax 
systems for tobacco products still differ however, 
and this has some restrictive effect’on trade.) The 
major tobacco producers are Italy and France 
(Table 1, Appendix C). The three new members 
will progressively lower their duties on imports 
from the other members so that by July 1, 1977, 
there will be no duty on raw tobacco imported from 
EC producers and probably from some, if not all, 
countries which receive preferences on tobacco in the 
EC. These include such important tobacco exporters 
as Greece, Turkey, and Tanzania. The three also will 
eliminate by July 1, 1977, duties on tobacco product 


imports from each other and from the other mem- 
bers. 

The EC has adopted a common external tariff 
(CXT) on tobacco and tobacco product imports from 
outside the EC preferential trade area. This CXT 
provides for a much higher tariff rate for leaf tobacco 
valued over about $1.42 per pound c.i.f. Some highly 
processed U.S. leaf is beginning to reach this level 
now. All three new members will adopt, over a period 
of time, the EC’s CXT on tobacco and tobacco 
product imports from outside the EC preferential 
trade area. 

The EC’s CAP, which encourages domestic produc- 
tion through high price supports, and which en- 
courages consumption of this tobacco through 
premiums paid to buyers of EC leaf, has been the 
subject of complaints by all segments of the U.S. 
tobacco economy and the U.S. Government. Other 
issues about which the United States has complained 
are continuation of monopoly control over tobacco 
retailing in Italy and France; excise tax harmoniza- 
tion based on high ad valorem rates which could 
adversely affect high-quality U.S. tobacco; sub- 
stantially higher CXT tariff rates for more expensive 
tobacco, which also adversely affects high quality, 
and especially strips or stemmed U.S. cigarette 
tobacco; and tariff preferences given to low cost 
producers associated with the EC. (Foreign Agri- 
culture, Nov. 2, 1970; Aug. 30, 1971; Dec. 6, 1971; 
April 3, 1972; and October 2, 1972.) 


MARKET HARMONIZATION 


The EC intends, eventually, to completely har- 
monize its tobacco leaf and tobacco products market. 
This will include harmonization of excise taxes in 
each country in addition to elimination of tariffs on 
intra-EC trade in tobacco and tobacco products and 
adoption of a common external tariff. It also will 
include adoption of a value-added tax which initially 
may be at a different level in each country but the 
rate of which must eventually be harmonized to a 
common level. All nine countries are expected to 
adopt a value-added tax by mid-1973. Elimination of 
intra-EC tariffs, and adoption by the new members of 
a common external tariff will have been completed 
by July 1, 1977. Harmonization of excise taxes may 


extend beyond mid-1977, but the only important 
barrier left to the free internal movement of tobacco 
products after that date will be continuation of 
monopoly control of retailing in Italy and France. 
Unless present regulations are changed, monopolies in 
those countries will continue to license retailers. This 
gives them effective control over retail sales of 
imported tobacco products. 


Harmonization of Common External Tariff 


The EC’s CXT for leaf tobacco, which each of the 
new members must adopt, is denominated in terms of 
units of account (U.A.) It is: (1) For leaf valued at 


less than 280 U.A. per 100 kilograms, 23 percent but 
not less than 28 U.A. and not more than 33 U.A. per 
100 kilograms. (2) For leaf valued at 280 U.A. per 
100 kilograms or more, 15 percent but not more than 
70 U.A. per 100 kilograms. 

These tariffs are paid in the currencies of each of 
the member countries. For example, a German 
tobacco importer would pay the tariff at the rate of 
3.66 Deutschmarks per unit of account, the official 
rate of exchange between Deutschmarks and units of 
account. The tariffs may then be converted to U.S. 
dollar equivalent at the market rate for converting 
Deutschmarks to dollars (approximately 3.22 
Deutschmarks per dollar for early 1973). The dollar 
equivalent of this tariff for a German importer then 
would be: (1) For leaf valued at less than US$1.44 
per pound, 23 percent but not less than 14 U.S. cents 
per pound and not more than 17 U.S. cents per 
pound. (2) For leaf valued at US$1.44 per pound or 
more, 15 percent but not more than 36 U.S. cents per 
pound. The dollar equivalents of the tariff for other 
members of the EC-6 are shown in Table 2, Ap- 
pendix C. As of January 1973, official rates for 
converting units of account to the currencies of the 
three applicants had not been established. 

The schedule for adoption of the CXT by the 
applicants and the zero internal tariff is as fol- 
lows: The CXT will be adopted for both leaf and 
products by eliminating, on January 1, 1974, 40 
percent of the difference between the present duty 
and the CXT. An additional 20 percent will be 
eliminated January 1, 1975; another 20 percent 
January 1, 1976, and the final 20 percent July 1, 
1977. The tariff on imports from other members will 
be reduced to zero by eliminating 20 percent of the 
tariff on July 1, 1973, for leaf tobacco, and on 
April 1, 1973, for tobacco products. The balance of 
the tariff for both leaf and products will be elim- 
inated in steps of 20 percent each on January 1, of 
1974, 1975, and 1976, and July 1, 1977. 

This is illustrated in tabular form as follows: 


Schedule for 


hedule Schedule for 
eliminating eliminating 
difference present tariff 
Date between 
present tariff 


1 
ence Products 


Percent Percent Percent 
April 1, 1973. . -- -- -20 
July 1,1973.. -- -20 -- 
Jani.5.2974: 3s —40 -20 -20 
Jan.1,1975 .. -20 -20 -20 
Jan. 1, 1976 .. -20 -20 -20 
July 1, 19775.+. -20 -—20 -20 


’ Bath leaf and products. 


The United Kingdom will follow this schedule 
both for leaf tobacco and tobacco products. The 
United Kingdom will phase in the zero duty on leaf 
imports from Greece and Turkey at the same time it 
phases in the zero duty from other EC countries. 
Tobacco from some Commonwealth countries (Ap- 
pendix A) began entering the United Kingdom duty 
free on January 1, 1973. Some other Commonwealth 
countries and some countries receiving Common- 
wealth preferences will be treated as third countries 
by the United Kingdom and the CXT will be 
harmonized for them according to the above sched- 
ule. (See section on the United Kingdom.) 

Ireland changed its revenue or “customs duty” on 
leaf tobacco to an’ excise tax January 1, 1973. For 
harmonization purposes, Ireland will have near zero 
duty from that date.’ Ireland will phase its near zero 
or US$0.0048 per pound duty to zero for leaf 
tobacco imports from the EC and, probably, from 
countries whose leaf tobacco now enters the EC duty 
free. Otherwise Ireland will follow the schedule for 
phasing its near zero duty to the CXT for leaf imports 
from outside the EC and EC preference area and for 
adopting the CXT for tobacco products. 

Denmark, prior to becoming an EC member, had 
no duty on leaf imports from any source. Denmark 
will continue from January 1, 1973, with zero duty 
on leaf tobacco imports from the EC and probably 
from those countries whose leaf tobacco enters the 
EC duty free. Denmark also has zero duty on tobacco 
product imports from European Free Trade Associa- 
tion (EFTA) countries. This will continue in effect 
for the United Kingdom. But Denmark will adopt the 
CXT for leaf and product imports from outside the 
EC and EC preference area and will gradually reduce 
its duty on tobacco products to zero for other EC 
members. 


Preferences 


The EC-6 countries presently grant duty-free 
treatment to unmanufactured tobacco imports from 
Greece, Turkey, 18 Associated African States 
(Yaounde Agreement), and three countries of the 
Arusha Convention (Appendix B). Preferential duty 
treatment is also given to leaf tobacco and tobacco 
product imports from a number of minor producers 
such as Algeria and the Associated Overseas States 
and Territories (St. Pierre, and Miquelon, Comoran 


The “duty” is actually the difference between the 
preferential rate on imports from the United Kingdom 
and the most-favored-nation (MFN) rate. This difference is 
only Irish £0.002 or US$0.0048 per pound for stemmed to- 
bacco and zero for unstemmed tobacco. The former duty 
was £4.416 for unstemmed leaf from all sources and £4.416 
for stemmed leaf from the United Kingdom and Northern 
Ireland and £4.418 for stemmed leaf from other MFN 
sources, 


Archipel, French Somalia, New Caledonia and Terri- 
tories, Wallis and Futuna Islands, French Polynesia, 
Southern (Australian) and Antarctic Territories, 
Surinam, and the Netherlands Antilles). Tunisia, 
Morocco, Spain, Malta, and Israel also enjoy preferen- 
tial treatment for tobacco products. 

The United Kingdom is expected to maintain 
duty-free treatment for unmanufactured tobacco 
imports from 20 independent Commonwealth coun- 
tries (the Annex VI countries) including such im- 
portant tobacco exporters as Malawi, Tanzania, and 
Zambia (Appendix A). 

The three new EC members are expected to 
extend preferences to the over 23 countries now 
receiving preferential treatment for tobacco exports 
to the EC-6, and all of the other members may 
extend duty-free treatment to tobacco exports from 
the 20 countries receiving preferential treatment in 
the United Kingdom. Negotiations on the latter 
action are expected to begin by August 1, 1973. 

The countries which now have duty-free access to 
the tobacco market of the EC-6—Greece, Turkey, and 
the Yaounde and Arusha countries—have a combined 
tobacco production of about 600 million pounds. 
The Commonwealth countries which might be given 
access to the tobacco market of the EC-9, the 
Annex VI countries, less the Arusha countries, which 
are specified in Annex VI but which already have 
duty-free access to the EC-6 and to the United 
Kingdom, have a combined production of about 130 
million pounds. The EC itself produces about 300 
million pounds. Adding all of this production to- 
gether, countries which produce about 1 billion 
pounds of tobacco may have duty-free access to the 
tobacco market of the nine countries of the expanded 
EC. 


Excise Tax Harmonization 


The EC eventually plans to harmonize its excise 
taxes on cigarettes to a common level which would 
consist of an ad valorem component and a specific 
component. If a high ad valorem component is 
adopted, it will adversely affect the sale of cigarettes 
containing high-quality, high-priced tobaccos such as 
those exported by the United States. 

An EC council directive on tax harmonization was 
adopted by the Council of Ministers December 18 
and 19, 1972. This directive requires that during the 
first stage of harmonization, July 1, 1973 to July 1, 
1975, each Member State must have an excise tax 
with a specific and a proportional (ad valorem) 
component. The specific component may not be 
lower than 5 percent or higher than 75 percent of the 
total tax. 


An earlier EC council resolution proposed that 
during a planned first stage of harmonization, July 1, 
1971 to the end of 1973, the specific portion of the 
excise tax in each Member State would be between 5 
and 75 percent of the excise tax applied at retail 
prices of cigarettes most in demand. 

As a result of this original proposal, Germany now 
has a tax with an ad valorem component of 25 
percent. The other five original members now have a 
tax with a 95 percent ad valorem component. Italy 
did not have to comply with the first stage resolution 
until January 1, 1973, which means that during that 
period Italy still maintained its 100-percent ad 
valorem tax. The United Kingdom and Ireland both 
have traditionally had a 100 percent specific? fiscal 
charge. A part of the fiscal charge became a 100 
percent specific excise tax for Ireland January 1, 
1973. The United Kingdom will change part of its 
fiscal charge to a 100 percent specific excise tax 
April 1, 1973. Neither of these countries is required 
to comply with the December 18 directive until 
January 1, 1978, thus they may maintain their 100 
percent specific excise tax until that time. About 
two-thirds of Denmark’s excise tax revenue is based 
on an ad valorem tax and one-third is based on a spe- 
cific tax. 


Value-Added Tax Harmonization 


Five of the six EC countries have a value-added tax 
(VAT) which applies to tobacco, as well as to other 
products. Italy did not adopt this tax until January 
1973. Each of the three new members also must 
adopt a VAT. Denmark already has a VAT which 
applies to tobacco products. The level is 15 percent. 
Ireland adopted a VAT November 1, 1972. The level 
for cigarettes is 5.26 percent. The United Kingdom 
will adopt a VAT April 1, 1973. 

Initially the level of the tax may be different in 
each of the nine members but, eventually, the level of 
the tax is to be harmonized at the same percentage 
rate in all nine countries. An unsettled question is 
whether or not the VAT will be included as a part of 
the ad valorem component of the excise tax. A 
decision to apply it on top of the excise tax rather 
than including it as a part of the ad valorem 
component would widen the spread between ciga- 
rettes made from high-priced leaf and those of lower 
quality. It would, thus, create a disadvantage to 
consumers who smoke high-quality cigarettes and it 
would be disadvantageous to countries which export, 
and to firms which use, high-priced, high-quality leaf. 


2No part of the tax is ad valorem. 


UNITED KINGDOM 


The United Kingdom is the world’s largest tobacco 
importer and is traditionally the largest importer of 
U.S. tobacco. Imports from the United States in- 
creased substantially after the 1965 embargo on trade 
with Rhodesia, but the U.S. share of the U.K. market 
has declined since 1968. This decline reflects: (1) In- 
creased competition from low-cost producers such as 
South Korea, Tanzania, and Brazil which have 
stepped up production in order to fill the gap left by 
Rhodesia; (2) a Commonwealth preference of 18 U.S. 
cents per pound provided to a number of major 
suppliers; (3) high hopes, in 1971, that trade would 
be resumed with Rhodesia; (4) anticipation that the 
United Kingdom might enter the EC and consequent 
uncertainty as to what effect this might have in 
shifting to other sources of supply; and, (5)a 
smoking and health campaign. 

The U.S. share of the U.K. tobacco market was 32 


percent in 1965. It jumped to 51 percent in 1966 and 


stayed at about that level for the next 2 years. It 
dropped to 44 percent in 1969, 41 percent in 1970, 
and 36 percent in 1971. 

The traditional U.K. cigarette is made with all 
flue-cured tobacco containing no additives. About 95 
percent of the United Kingdom’s total tobacco 
imports are of the flue-cured type. Because of the 
no-additive rule, the flue-cured tobacco used must be 
of high quality. The average value of 1971 total 
imports of all types was 89 U.S. cents per pound. The 
average value of imports from the United States was 
$1.10. 

One reason for the especially high value of imports 
from the United States is that a high proportion of 
the US. leaf is stemmed. U.S. exports of stemmed 
leaf (“lamina”) accounted for 77 percent of total 
U.S. exports to the United Kingdom in 1971. The 
average value of these lamina exports was $1.27 per 
pound. Unstemmed leaf accounted for 4 percent of 
these exports with an average value of US$1.11 per 
pound. The balance was made up of stems, trim- 
mings, and scraps with an average value of 9 U.S. 
cents per pound. 


Consumption 


The United Kingdom is the second largest user of 
leaf tobacco in the EC-9. Utilization averaged 302.6 
million pounds during the past 5 years, compared 
with 321.4 million pounds for West Germany 
(Table 3, Appendix C). On a per capita basis, for 
persons 15 years and over, utilization in 1970 was 8.1 
pounds, below the 9.2 pounds for the United States, 
but well above the 6.6-pound average for the nine 
countries of the enlarged EC (Table 4, Appendix C). 

Utilization in 1971 dropped 5 percent from the 
1970 devel. The decline was mostly the result of a 


smoking and health campaign which brought about a 
4.5 percent drop in the number of cigarettes smoked. 
But it was also partly the result of a continuation of 
the trend toward utilization of less leaf per 1,000 
cigarettes. U.K. cigarettes are generally smaller than 
those of other countries and require only an average 
of 1.67 pounds of redried tobacco per 1,000 ciga- 
rettes, compared with 1.92 pounds per 1,000 in the 
United States, and over 2 pounds in many countries. 

Partly as a result of this small size, average U.K. 
cigarette consumption for persons 15 years old and 
above is 3,400, the highest level in the enlarged EC. 
Cigar consumption, at 26 pieces per person 15 years 
and over, is only about half the average for the 
enlarged EC (Table 4, Appendix C). 

Cigarettes account for about 90 percent of total 
U.K. tobacco utilization. Virtually all of this is 
flue-cured tobacco, traditionally the type used for 
British cigarettes. About 20 billion (16 percent) of 
the some 140 billion cigarettes produced in the 
United Kingdom are exported. About 1 billion are 
imported (Table 5, Appendix C). 

No additives are now permitted in U.K. cigarettes 
except on an experimental basis. This means that all 
of the flavor must come from the tobacco itself. As a 
consequence, the U.K. industry buys primarily ex- 
pensive, flavorful tobacco. The EC likely will insist 
that the no-additive rule, be defined as a nontariff 
barrier and be eliminated after the United Kingdom 
enters the EC. 


Cigarette Retail Prices 


The most popular brand of cigarette in the United 
Kingdom retails for the equivalent of 51 U.S. cents 
per pack of 20. This cigarette is 65 mm. long 
including the filter. An 83 mm. (including filter) 
cigarette retails for 78 U.S. cents per pack of 20. 

The components of the retail price of a package of 
20 cigarettes are: Fiscal charge 66 percent, trade 
margin 11 percent, and manufacturer’s cost and 
profit 23 percent. 

There are no retail price controls on cigarettes in 
the United Kingdom. Manufacturers suggest retail 
prices which are adopted by most retailers. 


U.K. Tax Structure 


The U.K. tax on leaf tobacco is largely a revenue 
duty or fiscal charge. It is £5.041 (US$12.10)? for 
stemmed or unstemmed leaf containing 10 percent or 
more moisture from MFN countries and £4.964 (US 
$11.92) for the same categories of Commonwealth 


3 At the mid-October 1972 rate of US $2.40 per pound. 


leaf.4 After April 1, 1973 the general rate of £5.041 
will be separated into three components: 1) an excise 
tax of £4.220 (U.S. $10.13), 2) a value added tax of 
£0.736 (U.S. $1.77), and a duty of £0.085 (20 U.S. 
cents). 

The Commonwealth rate of £4.964 also will be 
separated into the excise tax of £4.220 and value 
added tax of £0.736, leaving a margin of £0.008 (2 
U.S. cents). This margin will be subject to alignment 
to the CXT and to the zero duty rate. 


Tariff Harmonization 


The U.K. duty of £0.085 on leaf tobacco from 
outside the Commonwealth must be reduced to zero 
for tobacco produced in the EC, Greece, and Turkey. 
The £0.008 margin for Commonwealth leaf will 
become zero for some Commonwealth countries 
specified in Annex VI of the Treaty (Appendix A.) It 
will be increased to the CXT for certain Common- 
wealth countries such as Canada, Australia, and 
probably India, and for some non-Commonwealth 
countries which now receive Commonwealth pref- 
erences, for example, South Africa. The major to- 
bacco exporters included in Annex VI are Malawi, 
Zambia, and Tanzania. 

The 18 Yaounde countries whose tobacco now 
enters the EC duty free (Appendix B) also may 
eventually receive preferential treatment by the 
United Kingdom, but this is a matter for future 
negotiation. 

The United Kingdom, as a former member of 
EFTA, has no duty on tobacco product imports from 

_other EFTA countries. There will continue to be no 
duty on tobacco products imported from Denmark, 
the other EFTA partner which is now an EC member. 


The tariff on tobacco product imports will be 
reduced to zero for EC partners according to the 
schedule provided in the Treaty of Accession. It will 
be harmonized with the CXT for other countries 
including nonacceding EFTA partners. The CXT for 
cigarettes is 90 percent ad valorem. 


Excise Tax Harmonization 


The EC Council Directive adopted Decem- 
ber 18-19, 1972, provides that the excise tax portion 
of the fiscal charge, £4.964 or US $11.92 per pound, 
may remain in effect until January 1, 1978. At that 
time it must be harmonized with whatever common 
level of excise tax has been decided upon by the EC 
members. This provision was made because of the 
technical difficulty, and the possible effect on British 
revenue, of shifting from the present tax based on the 
weight of tobacco leaf to a tax based on numbers of 
cigarettes. 

The fiscal charge, prior to April 1, 1973, was 
wholly specific. That is, the tax was the same 
regardless of the value of the tobacco. A shift from 
this system to one based largely on the value of the 
manufactured product, an ad valorem tax, would be a 
drastic change and could have quite an adverse effect 
on high-quality tobacco such as that imported from 
the United States. 


Value-Added Tax Harmonization 


The level of the value-added tax initially may be 
different in each of the EC members but, eventually, 
this too must be harmonized so that the level will be 
the same in each EC country. 


IRELAND 


Ireland imported 11.7 million pounds of tobacco 
in 1971, of which 6.8 million pounds, or 58 percent 
came from the United States. Other important 
suppliers were the Republic of Korea, India, and 
South Africa. The average value of all imports was 97 
U.S. cents per pound. The average value of imports 
from the United States was $1.11 per pound. 
However U.S. exports of flue-cured strips, which 
accounted for 68 percent of total 1971 U.S. tobacco 
exports to Ireland, were valued at $1.21 per pound. 


4«<Other” leaf, that containing less than 10 percent mois- 
ture, is taxed at £5.0910 (US$12.22) for MFN leaf and 
£5.0060 (US$12.01) for Commonwealth leaf. This is a 
margin of preference of £0.085 or 20 U.S. cents. This margin 
of preference also must be harmonized with the CXT. 


Ireland, like the United Kingdom, produces ciga- 
rettes with no additives and uses all flue-cured, 
flavorful, high-cost leaf. The industry can experiment 
with additives but it cannot yet use them com- 
mercially. For Ireland, as for the United Kingdom, 
the EC likely will insist that the no-additive rule be 
eliminated. 


Consumption 


On a per capita basis, Ireland is the largest 
purchaser of U.S. tobacco among the nine countries 
of the enlarged EC. U.S. exports to Ireland during the 
S-year period 1967-71 averaged 12 million pounds 
per year (Table 7, Appendix C). With a population of 


3 million, this is 4.1 pounds per person a year. This 
compares with 2.2 pounds per person for the United 
Kingdom and 3.7 for Denmark. 


Cigarette Retail Prices 


Ireland’s most popular cigarette brand sells for the 
equivalent of 57 U.S. cents per pack of 20. This 
cigarette is 70mm. long. Eighty mm. cigarettes 
(including filter tip) sell for about 66 U.S. cents. 

The components of the retail price of a package of 
20 cigarettes are: Fiscal charge 70 percent, wholesale 
price and distribution cost 15 percent, retailer 10 
percent, and value-added tax 5 percent. 


Tariff Harmonization 


Ireland’s revenue duty or “customs duty” is 
£4.416 (US $10.60)° per pound for unstemmed leaf 
from any source; and £4.418 (US $10.60) for 
stemmed leaf from MFN sources and £4.416 for 
stemmed leaf from the United Kingdom. The £4.416 
will continue in effect as the equivalent of an excise 
tax after accession in January 1973. The “duty” for 
purposes of harmonization with the CXT will then be 
considered zero for unstemmed leaf and £0.002 per 
pound (the margin of preference or current difference 
between the MFN rate of £4.418 and U.K. rate of 
£4.416) for stemmed leaf. The margin of preference 
of £0.002 is equivalent to US $0.0048 or nearly zero. 
For the purpose of this paper it will be called zero. 

After accession, the duty on EC tobacco and 
tobacco from Greece, Turkey, and probably from 


other countries with EC preferences will then be zero 
and will remain at zero. The duty on tobacco from 
third countries is expected to be zero from January 1, 
1973, until January 1, 1974, at which time the duty 
will become 40 percent of the CXT as provided in the 
Treaty of Accession. The duty on tobacco from third 
countries will become 60 percent of the CXT on 
January 1, 1975, 80 percent on January 1, 1976, and 
100 percent on July 1, 1977. 

The duty for cigarettes probably will be con- 
sidered the difference between the preaccession pref- 
erential rate of £4.470 (US $10.73) and the full rate 
of £5.243 (US $12.58) per pound. This difference 
probably will be considered as the “protective ele- 
ment” which must be harmonized with the EC’s CXT 
of 90 percent ad valorem. 


Excise Tax Harmonization 


The excise tax of about US$10.60 per pound of 
leaf tobacco is expected eventually to be harmonized 
to whatever common level of excise tax is decided 
upon by the EC. 


Value-Added Tax Harmonization 


Ireland adopted a value-added tax November 1, 
1972. The level for cigarettes is 5.26 percent. This 
replaced the 5-percent sales or “turnover” tax which 
applied to tobacco products so that the retail price of 
cigarettes did not increase. The VAT is applied in 
addition to the excise of about US$10.60 per pound. 


DENMARK 


Denmark imported 30 million pounds of leaf 
tobacco in 1971, of which the United States supplied 
45 percent. Much of the balance was cigar tobacco 
primarily supplied by Brazil and Indonesia. Denmark 
is believed to have the world’s highest per capita cigar 
consumption. 

The average value of Denmark’s 1971 tobacco 
imports was 88 U.S. cents per pound. U.S. tobacco 
exports to Denmark in 1971 average 96 U.S. cents 
per pound but stripped, flue-cured exports (lamina), 
which accounted for 44 percent of the total, averaged 
US$1.21 per pound. 

There is considerable trade in tobacco products 
primarily as a result of zero duty with other EFTA 
members. For example, 1971 cigarette consumption 
was 6.5 billion pieces. One billion were imported and 
2 billion were exported (Table 5, Appendix C). 


°At the mid-October 1972 market rate of $2.40 per 
Irish £. 


Consumption 


Tobacco utilization by the Danish industry in 
1971 was about 36 million pounds, of which about 
18 million was for cigarettes, 11 million for cigars, 
and 7 million for smoking tobacco and other prod- 
ucts (Table 3, Appendix C). 

Denmark is a net exporter of cigarettes and 
smoking tobacco. Trade in cigars and cigarillos is 
quite small with imports slightly exceeding exports. 

Average cigarette consumption in 1970 for persons 
15 years and over was 1,700 pieces, compared with 
an average of 2,380 for all nine EC countries and 
3,880 for the United States. Cigar consumption, on 
the other hand, averaged 277, highest for the EC-9 
and far above the EC average of 50 and the USS. 
average of 59 (Table 4, Appendix C). 

Smoking tobacco is both exported and imported. 
Production of other products (mostly smoking 
tobacco) in 1971 was estimated at 7 million pounds. 


About 2 million were exported and 1 million was 
imported, leaving about 5 million for domestic 
consumption (Table 5, Appendix C). 


Cigarette Retail Prices 


Denmark’s retail price for cigarettes at US$1.10 
to US$1.13 per pack of 20 is the highest among the 
nine countries of the expanded EC. An excise tax and 
a value-added tax account for 83 percent of the retail 
price, leaving 6 percent for the retailer and 11 percent 
for the manufacturer/distributor. The excise tax is 70 
percent of the retail price. The VAT is 15 percent of 
all costs and margins including the excise tax. This 
amounts to 13 percent of the retail price. 

A breakdown of the components of the retail price 
for Denmark’s most popular brand is as follows: 


Ore per Kroner per U.S. dollar 
cigarette pack of20 equivalent Percent 
Excise tax... 27.69 5.538 791 70 
Value-added 
CARY tere 5.15 1.030 147 13 
Retailer: yt 2.42 484 069 6 
Manufacturer/ 
distributor. 4.24 848 eli 11 
39.50 7.900 1.128 100 


7 Dkr = US$1.00; 100 ore = 1 Kroner. 
Retail Price Controls 


The Danish Government has a “Monopoly Board” 
which must approve price increases for tobacco 
products. The industry must justify price increases by 
proving increased costs. 


Tariff Harmonization 


As an EC member, Denmark’s preaccession, zero 
duty on tobacco leaf from all sources will continue to 
be zero from the other EC partners, associate EC 
members, and those countries receiving preferences in 
the EC. The common external tariff will be phased in 
for third countries according to the schedule provided 
in the Treaty of Accession, that is, 40 percent of the 


CXT January 1, 1974; another 20 percent January 1, 
1975; 20 percent more January 1, 1976; and the final 
20 percent July 1, 1977. 

The zero duty on tobacco products from other 
EFTA members will continue to be zero from the 
United Kingdom and will be phased to the CXT for 
other EFTA partners which will become third coun- 
tries. The duties on tobacco products from all other 
countries will be phased to zero for other EC partners 
and will be phased to the CXT for third countries. 

For example, the preaccession duty for cigarettes 
of 17 Kroner per kilogram (about $2.43 per 1,000 
cigarettes, or about 5 U.S. cents per pack which 
would be a little over 40 percent of the wholesale 
price) will be phased to zero for cigarettes from EC 
members beginning with a 20-percent reduction 
April 1, 1973; another 20 percent January 1, 1974; 
20 percent January 1, 1975; 20 percent January 1, 
1976; and the final 20 percent July 1, 1977. It will be 
phased from 17 Kroner per kilo to the EC’s common 
external tariff of 90 percent ad valorem on cigarettes 
from outside the EC, beginning with a 40-percent 
reduction of the difference on January 1, 1974; 
another 20 percent January 1, 1975; 20 percent 
January 1, 1976; and the final 20 percent July 1, 
LOFT: 

Thus, the tariff structure for both leaf and tobacco 
products will be completely harmonized with that of 
the EC by July 1, 1977. 


Excise Tax Harmonization 


Denmark’s excise tax which amounts to 70 per- 
cent of the retail price for popular brands has a 
specific and an ad valorem component. The Govern- 
ment calculates that the specific component is 9 ore 
per cigarette or about one-third of the total excise, 
which is within the 5 to 75 percent specific range 
required for the first stage of EC excise tax har- 
monization. 


Value-Added Tax Harmonization 
The 15-percent VAT probably will stay in effect at 


the present level until all nine EC countries har- 
monize their VAT’s to a common level. 


EFFECT ON U.S. TOBACCO EXPORTS 


While it is still early to estimate the effect of EC 
enlargement on U.S. tobacco exports to the three 
new members, some general observations can be 
made. 

The big changes could come about through 
(1) elimination of internal duties among the nine 
countries, adoption of zero duty on imports from 
certain associated countries, and adoption of the 


common external tariff (CXT) on imports from all 
other countries; (2) harmonization of excise taxes; 
and (3) contribution of monopoly control over to- 
bacco products retailing in Italy and France. 

The greatest quantitative effect brought about by 
changes in duties most probably will come in the 
U.K. market, traditionally the largest market for U.S. 
leaf tobacco exports (Table 8, Appendix C). 


U.S. tobacco, prior to January 1, 1973, entered 
the United Kingdom with a fiscal charge of US 
$12.10 per pound while tobacco from countries 
receiving the Commonwealth preference entered at 
US $11.92 per pound or 18 U.S. cents less. After 
April 1, 1973, the $12.10 will become 1) an excise 
tax of $10.13 per pound plus, 2) a value added tax of 


$1.77 per pound, and 3) a duty of 20 US. cents per. 


pound. 

The duty for those countries that do receive the 
Commonwealth preference became 2 U.S. cents per 
pound or nearly zero. Both the 20 cents duty and the 
near zero duty will be phased to the CXT for 
countries outside the EC and the EC preference area. 
The duty for EC and some EC preference countries 
will be phased from 20 cents to zero. These changes 
will have been completed by July 1, 1977. At that 
time U.S. tobacco and other tobacco from outside 
the EC and EC preference area will pay the full CXT. 
Tobacco from the EC and EC preference countries 
will enter duty free. 

Some former Commonwealth preference countries 
such as Canada, South Africa, and probably India, 
will have lost their 18 U.S. cents per pound pref- 
erence and will be on a more competitive basis with 
the United States, that is, paying the full CXT. Other 
EC members, Greece, Turkey, and perhaps some of 
the Yaounde countries will have gained duty-free 
access to the U.K. market. The Annex VI countries 
(Appendix B), prior to accession, received the Com- 
monwealth preference in the U.K. market. After 
accession their tobacco will enter duty free. They will 
have changed a 18 cents per pound preference for an 
exemption from the CXT. The CXT for most of their 
tobacco will fall within the 14 to 17 U.S. cents per 
pound range (Table 2, Appendix C), while a large 
proportion of leaf imports from the United States 
will fall in the 21 to 35 U.S. cents per pound range. 
Thus, unless this discriminatory feature of the CXT is 
modified, tobacco from these Annex VI countries 
will have a distinct duty advantage over U.S. leaf in 
the U.K. market. 

Duty-free treatment for EC and EC preference 
tobacco gives the U.K. industry a large incentive to 
switch from its present 100-percent flue-cured ciga- 
rette to a blended cigarette using burley and aromatic 
tobaccos or to use a larger proportion of lower 
quality, duty-free, flue-cured tobacco in its 100-per- 
cent flue-cured cigarettes. Italian burley will have the 
advantage of the buyer’s premium plus zero duty 
(Tables9, 10, and 11, Appendix C). Greek and 
Turkish aromatic tobaccos and Greek burley will have 
the advantage of zero duty. This shift could have a 
very serious adverse effect on U.K. imports of U.S. 
tobacco. 

Although all tobacco from outside the EC and EC 
preference area will be accessed the CXT by July 1, 


1977, the higher tariff level provided by the CXT for 
more expensive, high-quality tobacco will provide an 
incentive for importing outside tobacco from the 
cheapest source possible. This also may have a very 
serious adverse effect on U.K. imports of U.S. leaf 
and on the quality of cigarettes smoked by the U.K. 
consumer, 

Roughly, the same situation exists for Ireland 
except that Ireland has had zero duty on imports 
from the EC and some EC preference areas since 
January 1, 1973, while the United Kingdom is phas- 
ing in the zero duty from these countries at the same 
time that it is phasing in the CXT on imports from 
outside the EC and EC preference area. As a 
consequence, Ireland has had an earlier incentive to 
switch to tobaccos from the EC and countries 
receiving preferential treatment in the EC. The 
schedule for phasing in the CXT for outside countries 
is, of course, the same for both the United Kingdom 
and Ireland. 

An even sharper impact on U.S. tobacco will be 
felt in Denmark though it is a much smaller market 
than the United Kingdom. All unmanufactured to- 
bacco imports has entered Denmark duty free giving 
U.S. tobacco an equal chance to compete. Since 


January 1, 1973, EC and EC preference area tobacco 


continues to come in duty free while the CXT is 
being phased in for imports of U.S. and other outside 
tobacco. The CXT will be completely phased in by 
July 1, 1977. 

Adoption by these three countries of the CXT, 
as presently constituted, would be exceedingly 
damaging to U.S. tobacco exports in two ways. 
First, Greece, Turkey, and a number of other 
countries whose tobacco had competed on equal 
terms with U.S. tobacco in these three markets, 
would have duty-free entry for tobacco while U.S. 
tobacco would pay the CXT. Second, the higher 
tariff levels provided by the CXT for more ex- 
pensive tobaccos is highly discriminatory to high- 
quality U.S. leaf, much of which is stemmed prior to 
export. The stemming process elevates the price even 
further. 

The higher tariff classification was originally 
intended to protect Italian tobacco wrapper, but 
as U.S. prices have risen, and as an increasingly 
high proportion of U.S. leaf exports has come to 
be stemmed, U.S. prices have begun to approach 
the upper range of tariff classification. 

Flue-cured strips accounted for 35 percent of 
total U.S. unmanufactured tobacco exports to the 
nine countries of the enlarged EC in 1971. The 
average export price of these strips or “lamina” was 
US$1.22 per pound. Adding transportation and 
storage costs would bring the EC import price to 
about US$1.28. At a 5-percent annual rate of price 
increase (which is actually below the rate of the past 


2 years) the average value of EC imports of USS. 
flue-cured strips, which accounted for 35 percent 
of total U.S. exports to the enlarged EC in 1971, 
will move from the 14 to 17 cent per pound 
tariff category to the 21 to 35 US. cents clas- 
sification by 1974. By 1983 the average value of 
U.S. flue-cured strips could be at the maximum 
rate of 35 U.S. cents per pound. This would have 
a severely damaging effect on U.S. tobacco exports 
unless this discriminatory feature of the CXT is 
abolished. 

A significant impact on U.S. tobacco exports 
resulting from EC accession by these three coun- 
tries could be caused by harmonization of the 
excise tax system. The United Kingdom and Ire- 
land both have a 100-percent specific tax based on a 
specified sum of money per pound of tobacco 
regardless of the value of the tobacco. Denmark has 
an excise tax which accounts for about 70 percent of 
the retail price of a pack of cigarettes. It has a specific 
component, based on numbers of cigarettes, which 
accounts for about one-third of the total excise and 
an ad valorem component, based on value, which 
accounts for the remainder. Harmonization of these 
tax systems, especially the two which are 100 percent 
specific, to a system which has a high ad valorem 
component would make cigarettes containing high- 
quality, more costly U.S. tobacco substantially more 
expensive than those containing lower priced leaf 


(Senate Hearing’ and Table 3, Appendix C). This 
would have a very definite adverse effect on US. 
tobacco sales in these countries. 

The third factor which may severely restrict sales 
of U.S. tobacco in these three markets results from 
continuation of monopoly control over tobacco 
retailing in Italy and France. Unless current regula- 
tions are changed, tobacco industries in these three 
countries will be restricted in their ability to market 
their cigarettes in Italy and France, while the monop- 
olies in those countries will have complete freedom to 
market their cheaper cigarettes containing mostly 
dark tobaccos in the three new EC members. 

The monopolies in these two countries must give 
up their exclusive rights to import and wholesale 
tobacco products in their respective countries by 
January 1, 1976. However, unless existing regulations 
are changed, they will continue to license retailers 
after that date. This will give them effective control 
over what types of cigarettes are sold in their 
markets. Thus, they will be able to effectively control 
sales of imported cigarettes. 


© Hearings before the Subcommittee on Agricultural Ex- 
ports of the Committee on Agriculture and Forestry, U.S. 
Senate, Ninety-Second Congress, Second Session, on The 
Implications of the Common Agricultural Policy of the 
European Community on U.S. Tobacco Exports, Feb- 
ruary 22 and 23, 1972. 


APPENDIX A 
Countries Specified in Annex VI Tanzania Uganda 
of the Treaty of Accession Tonga Western Samoa 
Trinidad and Tobago Zambia 


All countries listed below are members of the 
Commonwealth and have had Commonwealth pref- 
erence from the United Kingdom. Tanzania, Kenya, 
and Uganda are also partners to the Arusha Agree- 
ment. 


Barbados Kenya 
Botswana Lesotho 

Fiji Malawi 

The Gambia Mauritius 
Ghana Nigeria 
Guyana Sierra Leone 
Jamaica Swaziland 


The European Community (EC) has offered to 
these “independent Commonwealth countries” as- 
sociate status similar to that now held by the 
Yaounde and Arusha countries, Greece, and Turkey. 
This means that these countries also could have 
duty-free access for their tobacco exports to the 
enlarged EC. 

The EC has requested that these countries take a 
position with regard to its offer by August 1, 1973. 
In the meantime, these countries will continue to get 
preferential treatment for tobacco exports to the 
United Kingdom. 


APPENDIX B 


Countries Specified in the Yaounde 
Agreement of 1963 and Arusha 
Agreement of 1969 


Countries for which leaf tobacco was granted 
duty-free entry by the European Community (EC) 
under the Yaounde Agreement of 1963 are as 
follows: 


Burundi 

Cameroon 

Central African Republic 

Chad 

Zaire (formerly Democratic Republic of Congo) 
Republic of Congo-Brazzaville 

Dahomey 

Gabon 
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Ivory Coast 
Malagasy Republic 
Mali 

Mauritania 

Niger 

Rwanda 

Senegal 

Somalia 

Togo 

Upper Volta 


Countries for which leaf tobacco was granted 
duty-free entry by the EC under the Arusha Agree- 
ment of 1969 are Tanzania, Uganda, and Kenya. 

Tanzania, Kenya, and Uganda also will continue to 
receive preferential treatment in the United Kingdom 
as Commonwealth members. 


APPENDIX C 


TABLE 1.—TOBACCO PRODUCTION IN THE SIX ORIGINAL MEMBERS OF THE EUROPEAN COMMUNITY (EQ), 
1960-64 AVERAGE AND 1968-71 


{In millions of pounds] 


Country Flue-cured Burley Other Total 
Italy 
NGG OG Ae eaeaien sete eae Cellet <s, coptencaliamol ray pouiz relketMemrl etiel/vetliatiieuran site te 20.3 25.1 80.2 125.6 
CYS oh ebay Chiat a: aiuc oe ubaie Gee CM nie Mee SUSU re on ene ert tal Rm Rca ee 20.7 51.8 86.6 159.1 
NS GO ieee ee ier wre Inc NiCHPA Ton scot. te iheteeMmawyeva! (ouisstrailtetvemteN's)Sei0ci role tonvetce ls 21.5 61.6 90.4 173.5 
LICH AD) Se cis Giictic: See) Gua LAp Oso ren Ogee c rol Ren nol ean Ie cance DT ir ta 22.0 68.8 82.3 173.1 
NO 7ilitreweatea esse Pe ices a chimley Cots ashios Detrerae) cal Suscwcatcie ni Rap away 6! easimetiaNs 15.9 ahah 13:5 166.5 
LOD TREN eee Wel ay ae I eDiols wine) lciliea ey stronemicnretisc ren tela). cuss; Mevvehiel isi va 15.4 75.0 TEED! 167.5 
West Germany 
NDC OG Ai agen Ween cere ance ca} tet coisa stave) (eitioutelsoliiontel lo oiieinepistscicen coats) tollion s 2:3 7.8 12.1 222 
NGG Sie case eye ee SMT de era cancentive reecciisl even tolnettciampaye)' ee. ec reltstvaye 1.5 6.2 8.3 16.0 
NO GO Pre reure yeu a cet ceredenotieuieh cure iinente:hie!Meestcuse. Copich tiple weetreh oure|sieutlecterniel iets 1.6 6.9 8.2 16.7 
MOP OMP ee pssue bre vel ec tearis rice cite seyisrenmeinee cov tice citented assist es list teen vores 1.6 7.8 9.3 18.7 
NG AMP eer Me ey culemiom Sere alchist esta) re nals le retec open ber at op tst tol rennet wlte Ne) 8.3 11.0 20.6 
OTDM aster Mii emonte Te ctket ch fess) lahat ici ferjerve: sive msiyeitaRel (et for else’ cai re)NofRet 1.2 8.6 11.2 21.0 
France 
NOG O26 Meat araretremtem site: ome HTN sie occiiteny cikentctreien Inv re eehtopeaczeyroutel ve): ce)ivenns 0 0.8 O13) 92.1 
NOG Sirens tcivnrewer terse mean ven or aytenic|oHee eMtenteyen fa) felis: vellencucemevs: Nol fat he 0 1.0 116.0 117.0 
OG Oar tree memey cme teh Oe sep isrie vel nfo) obtener al selisiMeliie\ <e;seecciNe) an aivedmenss os 0 IED 98.4 99.6 
DOM Anca Wes sui ies ReN slrstrerl cue stieme mn ncte r/c panelige arises vet, ies sontevnctiee 0 7, 104.1 105.8 
NO Perrier Catan ra eb ic taj si toliotist anise: ie:lakeMedtetistien cia: fe ierter sine 0 2.0 94.3 96.3 
OMe curalcnre Menten Memem om stiet alte: Ieee mem ente ist satic astetten ie, io; ie) aivateakverte 0 22 110.7 112.9 
Belgium-Luxembourg 
NGG O26 Darekar Wee rahi st se ey cerns (erties tai ter fouled caleete(tichta\vey cute ieihs 0 0 6.0 6.0 
NS See ee a elmo Remy ARE tet ac ron coe Me papas cries ia: Jo. sense eVey cacativel ts awiartdiang 0 0 4.1 4.1 
ND GO eade Weta GPa het caja; fatitey 7s Merion ceastcl sme aiiecne Men ie leal te casbeiiay”/ei fa, eetlie, 6 0 0 4.1 4.1 
TSI TAOY A et Seton cute a, ce Once CC REACT REPO PAL SN UE 0) 0 4.2 4.2 
RO PAM eis reece en RNA eeD ieee Mey siusara, naleecnciiist suit) Vearer -ebeatelenl a laiaiieldssvepis 0 0) Sill 5.1 
OT Die Sousa WAPI AM: em spain tre; Lentyaeimsy el eurct ic, Catieortlie ven ou lalicentallter eee 0 0 S15 5.5 
Netherlands 
BO GOZO Aes as Vereen c reat merce aR asters ee conialay Reclame Sicetauialre Mesyere 0 0 0 0 
ND .G SiR sietpsers ras Meen otecwee uber ai see tee ectioute ee cic tey fol calita Mayrtah corer, pill cote aie 0 0 0 0 
ND GOR se te taet Memeo ete ici rs dual Raley etatsiainey verse arsed ablcmesien ie ee ehohte 0 0 0 0 
MOG OM ears ihey aes ienpea teh Uayule Mts RaUcn, esis rs Merah scaee cilsis o vaveelae ete Lame he var ssunaiters 0 0 0 0 
IS Fol mrcnrren corset e Repu Ae hye yrepiel re Maea ia tel ierieeaes leh ouiei alin jarselaaretsrhtelcisy lel Zo 0 0 0 0 
OF Dei eenlet eR teSer iPr eevorreths lis ua veya uini is) sluice fisiveimauter Siiguce) 4 lisereieris 0 0 0 0 
Total EC-6 
NO GOZG Ai sons ien Airc burinima eb deaths tay ierpte ty rey tenis lotta vasell foyatieaiivs/ ney eames’ rs 22.6 33.7 189.6 245.9 
ND GS siete Meta meruep ony ueiwainsvicuveti legato ctranveusl elnee Naplvstenre DDD) 59.0 215.0 296.2 
NS GOMER orcs peste tecpeat esr tepitectede) feqres on reke| lice chet amo iaicslebre'riele: teins 23:1 69.7 201.1 293.9 
OO Sieur tar Meer tr Meo suey Ny uciicuree aired eiwanienre (evened isdietne rem su ayy ohiet ea 23.6 78.3 199.9 301.8 
MS Se eHey ta naeeh icles, CO cCocuRre cM NEED eMReS RENT CAICIIC EKE Cake TCS sTnSes ee ey 17.2 87.4 183.9 288.5 
FPR Ons OeReRe CIS SE OF cites. UEC CIRC ramen Ente as neaettA eins eS fene meue 16.6 85.8 204.5 306.9 
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TABLE 3.-ENLARGED EUROPEAN COMMUNITY, ESTIMATED MANUFACTURERS’ TOBACCO UTILIZATION, BY 
TYPE OF PRODUCT 


[In thousands of pounds] 


rt 


Ci & Ci & 
Near Cigarettes naan Other Total Cigarettes Siuilio’ Other Total 
West Germany France 
UNHS g dlavs 00 236,584 55,790 16,270 308,644 143,571 7,210 34,932 185,713 
WS ob .6.5 6c 232,698 51,453 16,592 300,743 154,723 7,950 34,032 196,705 
NOG Sieeenere DOES 49,396 15,961 S332 153,321 8,010 3353911! 194,682 
NOG OT is ese 266.441 48,463 15,021 329,925 173,089 7,880 33,243 214,212 
NGO: Soa 6 0 6 264,732 44,204 14,415 323,351 165,447 8,040 30,256 203,743 
ILC) e [te eieicacey eet en 280,763 41,715 13,139 335,617 178,178 9,010 25,730 212,918 
Netherlands Belgium-Luxembourg 
IWS. 66.0109 36,310 2253 dy 30,227 88,894 41,219 15,572 15,035 71,826 
NO Gitar cePre 37,919 21,605 36,376 95,900 41,224 17,513 11553311! 74,068 
IONS 6 6 6-6 0 0 39,021 20,503 38,801 98,325 41,903 19,773 14,656 76,332 
UIST ig GloonG (7) G) G) 97,311 42,749 AST 135373 73,859 
OOM a ences. @) () () 110,230 46,550 16,365 12,103 75,018 
OT OID ore C) @) C) 113,537 45,860 17,573 11,023 74,456 
Denmark Ireland 
WOKS) 106 6.06 14,058 11,900 7,110 33,069 8,714 (') 1,455 12,405 
LO Giese steers 14,097 11,490 7,482 33,069 8,493 (‘) 3,199 14,114 
OCS. ae 18,639 11,050 7,617 37,306 8,983 @) 5,029 LESS 
MX) 566 6 00 17,815 11,140 7,405 36,360 9,192 (1) 5,386 16,944 
CU tar leone 18,685 11,130 7,368 37,183 995i @) 6,370 20,000 
OFM eee. Sri 18,109 10,840 7,330 36,279 9,049 (‘) 6,300 @) 
Italy United Kingdom 
1966 Meera 139,488 3,102 8,324 150,914 262,728 8,372 @) 300,800 
LOGIT seers er 6s 3 136,573 2,824 8,452 147,849 264,925 10,675 @) 305,200 
IQS olai6 16 6 137,500 2,843 7,508 147,851 268,932 10,968 (*) 308,500 
VIGO esis, his 131,895 2,565 6,939 141,399 267,408 10,492 @) 306,100 
91 OW eter chats 129,364 2,355 7,171 138,890 274,600 8,614 (‘) 304,700 
MOTI Ss sas (1) (1) (1) (1) (1) 11,736 () 288,500 


1 _ Not Available 
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TABLE 8,-UNMANUFACTURED TOBACCO - IMPORTS BY EC AND ENLARGED EC, 1971 


[In thousands of pounds; In thousands of dollars} 


COUNTRY OF BELGIUM- : WEST L: EC and 
ORIGIN LUXEMBOURG NETHERLANDS FRANCE Genes ITALY TOTAL EC DENMARK IRELAND HUNTED SO eee 
NORTH AMERICA Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value Quantity “Value Quantity Value Quantity Value Quantity Value Quantity Value 
United States .....- 14,505 12,424 32,890 27,057 8,343" 4,259 102,777 100,336 19,533 19,589 178,048 163,665 15,979 14,692 6,779 7,554 97,675 107,897 298,481 293,808 
Canadayrayeyajserunia: 853 479 464 75 1,265 738 2,582 1,292 1,100 607 496 438 $1,560 47,964 55,738 50,301 
TOTAL 14,505 12,424 33,743 27,536 8,807 4,334 104,042 101,074 19,533 19,588 180,630 164,957 17,079 15,299 7,275 7,992 149,235 155,861 354,219 344,109 
LATIN AMERICA: 
IMCXICOT nveenatts fenuie 417 227 100 3 6,681 3,847 7,198 4,077 209 114 7,407 4,191 
El'Salvador. 2... 2. 39 15 39 1S 
Guatemala ........ 86 53 755 509 841 562 841 562 
Cuba é 1,850 767 2,179 541 1,072 383 5,101 1,691 282 139 5,383 1,830 
Dominican Republic, . 3,315 1,675 55 19 1,605 622 4975 2,316 62 26 5,037 2,342 
Jamaica . 401 331 401 331 40) 331 
West Indies........ 143 14 143 14 143 14 
Argentino ........ 141 33 24,480 5,509 6,150 2,165 30,771 8,157 1SS 104 30,926 8,261 
LiViboaodasanooa 3,340 1,242° 11,270 4,732 19,359 5,131 18,841 7,659 52,810 18,764 6,671 3,496 335 232 5,580 2,726 65,396 25,218 
Colombia ........ 84 56 5,381 1,444 4,321 2,326 9,786 3,826 1 1 9,787 3,827 
Paraguay.......... 1,038 269 10,648 2,301 1,912 362 13,598 2,932 5 1 13,603 2,933 
RIM Say deaadeosr 31 8 4) 10 72 18 72 18 
VACATE 6 duo nin aos 95 23 9S 23 95 23 
TOTAL 6,655 2,917 15,437 6,510 62,321 14,951 41,378 18,333 125,791 42,711 7,424 3,896 335 232 5,580 2,726 139,130 49,565 
EUROPE WEST:- 
EG: 
Belgium-Luxembourg . 625 24 275 90 900 114 620 334 1,520 448 
branceWevacrtaveree rare 968 680 1,146 1,219 74 45 2,188 1,944 2,188 1,944 
West Germany. ..... 15,767 12,827 10,677 396 26,444 13,223 26,444 13,223 
(Ee Shi coaroneod 23 45 3,671 2,466 2,612 727 18,035 9,026 24,341 12,264 68 23 24,409 12,287 
Netherlands ...... 11,844 10,470 3,232 400 15,076 10,870 3,534 3,662 18,610 14,532 
TOTAL 12,835 11,195 20,584 16,512 17,146 1,547 18,384 9,161 68,949 38,415 68 23 4.154 3,996 73,171 42,434 
Denmark ........ 83 1 34 19 117 20 117 20 
Trelandsfarahectatsve peers 490 17 490 17 9,177 6,725 9,667 6,742 
United Kingdom ae 185 268 337 183 7,604 264 101 234 8,227 949 8,227 949 
TOTAL... 13,020 11,463 20,921 16,695 25,323 1,829 18,519 9414 77,783 39,401 68 23 13,331 10,721 91,182 50,145 
PAUSttialitenratsransayevar 458 16 458 16 458 16 
Rortupalterveteveieveierete 265 200 265 200 265 200 
STG abarsonses 403 229 403 229 403 229 
Switzerland. ....... 1,173 863 230 21 5,521 6,121 6,924 7,005 6,924 7,005 
TOTAL 13,020 11,463 22,497 17,787 26,276 2,066 18,519 9.414 53521 46121 85,833 46,85] 68 23 13.331 10,721 99232: 57,595 
Greece merit teretetates= 3,209 1,940 2535/7) + 15099, 11,493 5,403 47,119 32,243 2,732 2,368 66,910 43,053 258 275 67,168 43,328 
INCGY eoosocenod 4,401 1,944 1,790 680 17,127 4,449 35,004 18,259 1,028 1,080 59,350 26,412 873 698 60,223 27,110 
AFRICA:- 
Angola .......... 90 27 90 27 56 48 146 7S 
Cameroon .......- 81 149 73 31 1,625 901 593 376 2,372 1,457 16] 385 2,533 1,842 
Central Africa Rep 1,371 937 1,371 937 1,371 937 
Congo (Brazz.)...... 1,268 670 29 33 1,297 703 1,297 703 
Dahomey ........ 170 46 170 46 170 46 
Bibetialientrenieie tres 33 i 33 7 33 ui 
Malagasy Republic 1,226 559 3,342 1,496 66 25 4,634 2,080 4,634 2,080 
Malawi .......... 4,425 1,718 1,895 809 858 490 7,178 3,017 1,173 718 258 193 18,080 13,766 26,689 17,694 
Mozambique ...... 6,002 2,618 13,109 4,507 1,423 691 2,295 1,217 22,829 9,033 1,136 428 74 40 24,039 9,501 
Niperiaieyatietany-ster: 9 3 9 3) 5 16 14 19 
Sierre Leone ...... Sli 10 31 10 51 10 
South Africa ...... 1,784 793 17,070 6,653 2,048 940 20,902 8,386 886 303 479 333)" 1IFSI'S 6,946 33,782 15,968 
Tanzania ......... 1,865 799 85 35 1,950 834 172 113 216 211 7,838 5,059 10,176 6,217 
Upandalaper-ta-gei-1 1-1. 66 26 119 $2 185 78 28 14 1,891 1,404 2,104 1,496 
Zaire, Republic of 40 47 40 47 40 47 
Zambia .......... 73 38 126 12 89 37 606 313 894 400 234 173 3 2 1,131 S75 
TOTAL 7,867 3,560 38,090 14,378 11,220 5,562 6,222 3,252 606 313 64,005 27,065 3,767 2,136 1114 841 39,324 27,175 108,210 57,217 
Continued— 
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TABLE 8.-UNMANUFACTURED TOBACCO - IMPORTS BY EC AND ENLARGED EC, 1971—CONTINUED 


{In thousands of pounds; In thousands of dollars] 


COUNTRY OF BELGIUM-  evWERLAND: me WEST UNITED TOTAL: EC and 
ne LUXEMBOURG NETHERLANDS RANCE aE ANY ITALY TOTAL EC DENMARK IRELAND KINGDOM _ ENLARGEMENT 


Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value 


ASIA:- 
China, Mainland... . 1,045 242 1,127 193 2,172 435 147 47 100 43 2,419 525 
China, Republic of. . 1,243 462 1,243 462 fi} 12 101 62 1,351 536 
Geylon jseessiecees 1,538 1,236 1,538 1,236 
Indlaists er os o02% 1,571 517 2,502 641 4490 441 61 27 8,624 1,626 85 101 736 630 37,774 24,346 = 47,219 26,703 
Indonesia - 4,232 1,682 417173 2,270 709 -—-12,246 =~ 8,640 19,165 11,204 2,822 6,449 eC) eC) 21,987 17,653 
Wapanisisre Seccreatie.c are 29 5 426 14. 6,790 5,605 7,245 5,624 1,290 1,090 8.535 6.714 
Korea, North .-...- 339 245 339 245 
Korea, South . : 816314 34‘) 1,519 746 2,369 1,060 359 213° «1,342 11,046 = 7,795 4,790 11,865 7,109 
Pakisians 5.0.0 nee = 80 44 2,791 1,601 2,871 1,645 
Philippines ...-... 1,466 489 2,224 582.6141 2,063 9,831 3,134 83 31 12 9 9,926 3.194 
Thailand’ sca: vas 1,195 448 1,110 98 7,780 3,489 10,085 4,035 68 29 256 200 3,240». 2,316 ~—:13,649 6,580 
Middle East- 
CY PMS; ere oc.s75 en 44 27 41 29 85 56 5 ) 90 59 
Lebanon 708 97 769 354 147 94 1,624 $45 1,624 545 
Syria 1,055 572 1,055 572 1 8 1,066 580 
5,803 2,199 8,222 2.436 12,450 2,391 37,023 21,727 63,498 28,753 3,582 6,910 2,971 2,282 54,428 35,379 124,479 73,324 
EUROPE, EAST:- ; 
Albania .........- 341 103 341 103 341 103 
Bulgaria... .. aoc 562 214 8,806 3,687 11,237 5,349 20,605 9,250 38 19 20,643 9,269 
Germany, East...... 956 217 956 217 956 217) 
Hungary... 22.2... 90 31 2,269 467 880 354 3,239 852 3,239 852 
Poland 201 57 73 13° 15,637 6,492 15,911 6,562 15,911 6,562 
U.S.S.R. 13 5 299 172 312 177 312 177 
Rumania. . . . 51 12 5,911 1,191 82 17 6,044 1,220 6,044 1,220 
Yugoslavia 351 145 2,730 1,373 3,081 1,518 3,081 1,518 
TOTAL . 917 319 -—«:18,707 5,823 30,865 13,757 50,489 19,899 38 19 50,527 19,918 
Other Countries ...... 18.102 8.222 164 266 92 22 20,663. «6,311 ~=—7,284 3.442 46,305 18,263 6 6 1 1 6,688 6,074 ~—- 53,000 24,344 
GRAND TOTAL.. 73,562 44,669 123,217 71,011 168,493 45,001 340,835 224,370 36,704 32,913 742,811 417,964 33,095 29,262 11,696 11,348 268,586 237,936 1,056,188 696,510 
' Less than 500. 
Av. price per pound 6l¢ 58¢ 27¢ 66¢ 90¢ S6¢ B8¢ 97¢ 89¢ 66¢ 


(for 1971, EC & Appl.) 


Source:- Official Trade Books 
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TABLE 9.-EUROPEAN COMMUNITY STANDARD AND INTERVENTION PRICES AND BUYERS’ PREMIUMS FOR THE 
1970 AND 1971 CROPS OF LEAF TOBACCO’ 


[In U.S. cents per pound] 


Buyer’s 
Country and variety Standard Intervention Buyet’s premium as 
price price premium percentage of 


standard price 


Germany: 
1. Badischer Geudertheimer (cigar) .......... 82.8 74.5 57.5 69 
2. Badischer Burley E (burley) ............ 100.0 90.0 54.5 55 
Ss MViTreinis © Rahue—cured) ity caeaietnen clay cies oe 92.4 83.2 44.3 48 
France: 
4. Paraguay Dragon Vert (air—cured),......... 63.5 Syed 43.3 68 
So INbiode (kid BD) 3 og Bg ola Goo 6 600 ao ols 67.1 60.4 45.0 67 
GsBurleya(burleyaandtBel) mame eucte ea eee ei TES 69.7 32.2 42 
em Misioneroy,(darkgain)imaswenn en eee ie see eee 58.2 52.4 41.0 71 
8. Philippin Peit Grammont (dark air) ........ 46.8 42.1 21S 59 
Belgium: 
G), KSTOB GHIA, | oobeadodndon co coo 55-5 49.9 33.7 61 
Italy: 
LOMBrights(lue=cured) firs rte) a) ilerrsesi rel to oem) ols 75.5 66.6 33.8 45 
1S Burley=Marylandi(burley)), 2. 2 se ok ee 64.8 58.3 30.5 47 
12. Kentucky Moro di Cori (fire—cured) ........ 62.7 56.5 17.5 28 
lS eeNostranol(datksait) ia ess le ee) esse 62.4 56.1 45.3 73 
4 Beneventanoi(dark-air)). 2.256 2 be ee ee 49.5 44.6 30.8 62 
Seexanti—avakar(oriental)iy: 44-5 sees ee eek s 96.6 86.0 54.1 56 
NGwPerustitzai(orientall) waits eis oie eet ee ele 88.8 79.9 $1.3 58 
17, Erzegovina (semioriental) .............. 79.5 AES 48.6 61 
18. Round Tip Scafati (Sumatra cigar),......... 404.4 364.0 226.5 56 
LOS BrasileSelvaggioi(darkiain)i) <3). ies eso a ele 40.0 36.0 8.0 20 


1 Standard and intervention prices were the same for the 1970 and 1971 crops. The buyer’s premiums shown are for the 
1970 crop. The buyer’s premiums for the 1971 crop were changed as follows: (1) Type 11, Italian burley decreased by 1.4 
cents per pound and (2) Type 10, Italian flue—cured increased by 6.4 cents per pound. 
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TABLE 10.-EUROPEAN COMMUNITY: STANDARD AND INTERVENTION PRICES AND BUYERS’ PREMIUMS FOR 
THE 1972 CROP OF LEAF TOBACCO! 


[In U.S. cents per pound] Z 


Buyer’s 
: Standard Intervention Buyer’s premium as 
Country and variety price price premium percentage of 


standard price 


Germany: 
1. Badischer Geudertheimer (cigar) ........... 98.3 88.5 68.4 70 
2., Badischer Burley Ex(burléy) 295: 2) °o 3 ee exe 118.7 106.9 68.1 57 
3. Virgin SCR: (Glue—cured)). su5;.2.¢.ale oe sess eles 111.8 100.7 60.1 54 
France: 
4. Paraguay Dragon Vert (air—cured)........... 74.7 67.2 SANS 69 
Sag Nijkerk (dark ain)! ecs 2c, 3. i805 Bo Me i cere 78.9 71.0 5526 70 
6;, Burley (burley and Bel)... c.. 8 Sees eee ee 89.3 80.4 45.3 51 
d= Misionero. (dark alr) ¥oc5,, cio 3) oof Gh ar Bisce we seta 68.4 61.6 49.8 73 
8. Philippin Peit Grammont (dark air) ......... 55.5 49.9 34.6 62 
Belgium: 
O. (Semis (dark air). c05.00shsciene el Oo Ooi os ee a ee 66.7 60.1 43.7 66 
Italy: 
1O2-Brighti@ilue=cured)i & & a nits: ee otis Soe) Be acer ane 87.6 78.8 SS 61 
Dt: SBurley 1) tare coxen te ba a revedetene! Sten ar eye! Bue ae 70.9 63.9 33.6 47 
Maryland 26,6 Ao% 6 Saku dee se Seed waa es 5 1501 67.6 40.6 54 
12. Kentucky Moro di Cori (fire—cured) ......... 121 65.5 25.9 36 
13. Nostrano (darkiain)i 6 was ha soes os Gels wad 71.6 64.5 55.1 78 
14: Beneventano (dark air) 65: eas 6 ea ose re aoa 56.9 ode 38.7 68 
15. Xanti= Yaka (oriental). 2.6 6 RS 2 wa ee, we 105.8 95.2 70.0 66 
és Perustitza (oriental) 24545. sso & ene ee eke ater 99.1 89.2 64.8 65 
17. Erzegovina (semioriental) ..............- 88.8 79.9 57.8 65 
18. Round Tip Scafati (Sumatra (cigar) ......... 468.9 422.0 272 58 
19), Brasile:Selvagsio (dark-ait) ¥ 2-5. 9.5 36 Soe ee es 43.8 39.4 10.7 24 


1 Farm sales weight basis, 
? Based on the following exchange rates: 1 unit of account = 3.66 DM, 5.55419 French francs, 50.0 Belgium francs, and 
625 Italian lira. US $1.00 = 3.20 DM, 5.00 French francs, 44.8 Belgium francs and 581 Italian lira. 
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TABLE 11.-EUROPEAN COMMUNITY: STANDARD AND INTERVENTION PRICES AND BUYERS’ PREMIUMS FOR 
THE 1972 CROP OF LEAF TOBACCO! 


[In dollars per kilogram ] 2 


Buyer’s 
Count eniee Standard Intervention Buyer’s premium as 
Sey ene ae ty price price premium: percentage of 


standard price 


Germany: 
1. Badischer Geudertheimer (cigar) .......... 2.167 1.951 1.509 710 
2. Badischer Burley E (burley) ............ 2.618 2.356 1.501 57 
Ba aVirgin:SGRa(flue=cured) i iene a ols en se ec cite 2.465 2.219 1.324 54 
France: 
4, Paraguay Dragon Vert (air—cured).......... 1.646 1.482 1.136 69 
SUNijkerka(darktain) ines tcusstcne) circiol silelbetccn sles venesare 1.739 1.565 1.225 710 
6s Burleya(burleydandiBel)ii 5 cus a ccc oneualenenee 1.969 Lei2 999 51 
feeMisionero)(darkiair) arenes elie ees cite siicuie cl ene 1.507 1.357 1.098 73 
8. Philippin Peit Grammont (dark air). ........ 1.223 1.101 .762 62 
Belgium: 
OR Semoisi(darktain) Mewes) apouen sl cllevevieeueieuelonels 1.471 1.324 .963 66 
Italy: 
OM Brights (tHuc=cured) le 4 eee, eerie. eee wus 1.931 1.738 1.183 61 
Abe BUTLe Val Ge ey w eet cy Niretieusiemerrer ene. Gul Byguicl a wetaroe 1.564 1.408 -740 47 
Marylan diene nusecuroitensiseney cite. nr faiitrrcs iste, etereucetlel vs 1.656 1.491 .896 54 
12. Kentucky Moro di Cori (fire—cured) ........ 1.603 1.443 571 36 
1SSNostrano;(darksain)iis snes eeiciecl oe sewer ce. ose es 1.579 1.421 1.227 78 
(4°mBeneventano;(darkiain)) ico). ss sleet ee 1.254 1.128 853 68 
lSexantim vakar(oriental) aon pike wets eleven «sel e) le 2.332 2.098 1.544 66 
Gn Perustitzai(oriental) mia sc ces eee coe ee la cee 2.185 1.966 1.429 65 
17, Erzegovina (semioriental) .............. 1.957 1.761 1.274 65 
18. Round Tip Scafati (Sumatra cigar)... ........ 10.337 9.304 5.980 58 
19. Brasile Selvaggio (dark air). ............4. .966 .869 .236 24 


1 Farm sales weight basis, 
Based on the following exchange rates: 1 unit of account = 3.66 DM, 5.55419 French francs, 50.0 Belgium francs, and 
625 Italian lira. US $1.00 = 3.20 DM, 5.00 French francs, 44.8 Belgium francs, and 581 Italian lira. 
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